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(a) To Domestic Licensor : 

(i) a royalty of four and one-half percent (4%) of the Selling Price of 
Weapons and Spare Parts manufactured and Sold by Licensee in the United 
States Territory or as otherwise permitted by Section 3(a), for military 
use ; 

(ii) a royalty at the following percentages of the Selling Price of Weapons 
and Spare Parts manufactured and Sold by Licensee in the United States 
Territory or as otherwise permitted by Section 3(a) for Commercial Use 
during each calendar year: 

Five percent (5%) of the first $200,000 of sales of Weapons and 
Spare Parts; 

Four and one-half percent (4%%) of any amount of such sales 
excess of $200,000; 

(b) Only to Foreign Licensor: 

(i) a royalty of four and one-half percent (4V>%) of the Selling Price of 
Weapons and Spare Parts manufactured and sold by Licensee as permitted 
by Section 3(b), for Military Use or Commercial Use. 

Iii the event a sublicense is granted by Colt the agreement sub- 
jects Colt under domestic patent rights to a royalty arrangement of 
not less than 3 percent of the selling price of weapons and spare parts 
tor military use. On commercial sales the royalty payments decrease 
from a high of o percent to a low of 3 percent as sales increase. Any 
foreign sublicense granted by Colt, requires royalty rates of not less 
than 4 percent of the selling price of weapons and spare parts. 

During the period July 1960 through the first quarter 1967: Colt’s 
royalty payments to Fairchild totaled $2,628,283 based on military 
and commercial sales of rifles and parts. Of this amount, $2,339,651 
represented payments on military sales. 

ACTION'S TAKEN SUBSEQUENT TO SUBCOMMITTEE’S INQUIRY 

Marine Corps witnesses testified that subsequent to the subcommit- 
tee’s visit to Vietnam, the Commanding General, III Marine Am- 
phibious Force, established an orientation team for the M-16 rifle. The 
team visited every Marine unit explaining the problems experienced 
and the measures which must be taken to get the most out of the M-16 
weapon. In a later submission of information for the record, the 
Marine Corps reported as follows : 

In addition to the visit of the Orientation Team, the following actions have 
been taken since the subcommittee visit to Vietnam. 

a. Commanding General, III Marine Amphibious Force, has formed a contact 
team of M16A1 experts from the Force Logistic Command. This team lias been 
tusked with the mission of visiting M16A1 -using units and training similar teams. 
The Unit Teams, in turn, will conduct a technical inspection of each M16A1 
rifle, provide instruction on care and cleaning, and supervise test firing of each 
weapon to insure proper weapon functioning. (Copy of message establishing and 
directing team activities is attached.) 

b. Interim instructions were promulgated on 4 August 1967 for the use of lube 
oil, semi-fluid MIL-L-46000A with the M16A1 rifle in lieu of lube oil general 
purpose (PL Special) and rifle grease (91.10— 7 .j 4— 0063). The interim instructions 
will be used pending receipt of III MAF of Marine Corps Supply instructions 
(Copy of interim instruction attached.) 

c. Articles have been published in the June 1967, July 1967. and August 1967 
"Tactical Trends and Training Tips” regarding care, cleaning, and use of the 
M10A1. The August 1967 article was printed to provide for removal from the 
publication and separate retention. (Copies attached). 

d. A Force Bulletin on the M16A1 was promulgated on 16 June 1967, The 
bulletin contains special instructions for care, cleaning, and correction of common 
malfunctions of the M16A1. (Copy attached.) 

e. Copies of USARV pamphlet 750-5 of 14 December 1966 have been distributed 
to each Marine armed with the M16A1. 
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3. That shortages of cleaning equipment, lack of proper training and 
instructions contributed to the excessive malfunction ratei of the M-16 
rifle in Vietnam. 

4. That various levels of command in both the Army and the Marine 
Corps have been negligent in failing to provide proper supervision in 
the care and cleaning of the rifle, as well as failing to distribute cleaning 
material and written instructions. 

5. That the past experience of the Army with the M-16 rifle in Viet- 
nam was not properly called to the attention of the Marines when the 
weapon was issued to them in Vietnam. 

6. That the major contributor to malfunctions experienced in Viet- 
nam was ammunition loaded with ball propellant. 

7. That the change from IMR extruded powder to ball propellant 
d' t 964 f ° r 5 ' 56 ' mm- ammunition wa s not justified or supported by test 

8. That the sole-source position enjoyed by Olin Matliieson on ball 
propellants for many years and their close relationship with the Army 
may have influenced the decisionmakers at Army Munitions Command, 
Army Weapons Command, and the Army Materiel Command. The 
House Armed Services Committee repeatedly has cautioned the mili- 
tary departments against sole-source procurements. Therefore , it is 
recommended that the General Accounting Office conduct an audit 
and investigation of the contracts awarded to Olin Mathieson for hall 
propellant loaded in both 5. 56 -m/m. and 7.62-min. ammunition and the 
justification for sole-source procurement over the past 26 years. 

9. I hat a number ot modifications to the M— 16 rifle were made nec- 
essary only after ball propellant was adopted for 5.56-mm. ammuni- 
tion. 

10. That the AR-15/M-16 rifle as initially developed was an ex- 
cellent and reliable weapon. 

11. That certain modifications made to the rifle at the insistence of 

in" Were unnecessai 7 and >y e re not supported by test data. 

•i"' Tnat two of these modifications increased the unit cost of the 
rifle substantially and another decreased its performance charac- 
teristics. These modifications were the bolt closure device, chrome 
plating of the barrel chamber, and the change in barrel twist. 

13. That corrective action on deficiencies reported and product 
improvement of the weapon have been unnecessarily delayed. 

14. A sole source of production of both the ball propellant and the 
M-l(> rifle have contributed to the delay in product improvement and 
the corrective action required. 

15. That officials in the Department of the Army were aware of 
the adverse effect of ball propellant on the cyclic rate of the M-16 rifle 
as early as March 1964, when it was brought to the attention of the 
technical Coordinating Committee, yet continued to accept delivery 
of additional thousands of rifles that- were not subjected to acceptance 
or endurance tests using the ammunition of greatest density in the 
field and in the supply system (ball-propellant-loaded ammunition). 
Up to September 1966, about 99 million rounds of 5.56-mm. am- 
munition were consumed in Vietnam, of which 89 million rounds were 
loaded with ball propellant. 

16. That the rifle project manager, the administrative contracting 
officer, the members of the Technical Coordinating Committee, and 
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reviewed to determine if the rifle program is typical of the manner 
in which the Army operates. The manner in which the Army rifle 
program has been managed is unbelievable. The existing command 
structure was either inadequate or inoperative. The division of re- 
sponsibility makes it almost impossible to pinpoint responsibility 
when mistakes are made. There is substantial evidence of lack of ac- 
tivity on the part of responsible officials of highest authority even 
when the problems of the M-16 and its ammunition came to their 
attention. It appeal's that under the present system problems are too 
slowly recognized and reactions to problems are even slower. 

The rifle project manager doesn’t appear to have control over am- 
munition. Yet, the weapon system consists of both the rifle, and am- 
munition. It is possible that internal politics and jealousies between 
the Army Weapons Command and the Army Munitions Command 
are roadblocks to the successful management of new weapons systems. 

26. That it was at least unethical for Major General Lynde to ac- 
cept employment with the producer of the M-16 rifle upon his re- 
tirement from the Army. General Lynde was commanding general of 
the Army Weapons Command throughout the negotiations for the 
first Army procurement of the M-16 rifle and in fact approved the 
terms of the contract negotiated by his subordinates. 

27. That minimum effort was expended by the Army and the De- 
partment of Defense in attempting to acquire the procluction rights 
and technical data package for the purpose of establishing additional 
sources for production of the M-16 rifle. 

Based on Army reports in 1962 and 1963, there was reasonable doubt 
that the 1963 buy was to be only a “one-time buy” for the Army. The 
1966 analysis of the SAWS study and the rifle procurement plan pro- 
posed by the Army clearly indicated the need to acquire the rights and 
data package, yet the Army failed to complete negotiations of a con- 
tract until mid- 1967. The 1965 procurement contract was amended in 
June 1966 to increase the quantity by an additional 300,000 rifles. The 
same amendment provided for negotiations to be completed on the 
terms for acquiring technical data and production rights not later 
than December 1, I960. The negotiations were not completed until 
over 1 year later, June 30, 1967. 

28. That both the Army and Colt’s failed to negotiate in good faith 
in an attempt to comply with the terms of the 1965 production con- 
tract; i.e.. come to terms on the rights and data package on or before 
December 1, 1966. 

29. That this lack of action delayed the establishment of additional 
production sources by at least 7 months. 

30. That based on information and records made available by the 
contractor and the Army, it appears that Colt’s has enjoyed an exces- 
sive profit on M-16 production contracts to date. 

Colt’s has enjoyed negotiated fixed-price contracts on a 10 percent 
profit rate basis. Our review revealed profits of 19.6 percent for cal- 
endar year 1965; 16.8 percent for calendar year 1966; and 13.4 per- 
cent for the first 4 months of 1967 . 1 1 is recommended that the General 
Accounting Office conduct a complete audit of Colt's military con- 
tracts to determine actual profit rates experienced , the adequacy of 
their accounting system and whether provisions of Public Law 87-653 
were circumvented. 
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31. It is recommended that proper action be taken by the Secretary 
of Defense and the Secretary of the Army to insure that the design, 
contracting, procurement , manufacture, development, supply, and test- 
ing of future weapons not suffer the same fate. 

The subcommittee recommends that the Secretary of Defense and 
the Secretary of the Army make adequate studies to determine if the 
abolishment by the Secretary of Defense of the Office of the Chief of 
Ordnance (which was accomplished along with the abolishment of 
the position of other chiefs of various Army services in 1962) could, 
have been partly responsible for the failure of proper control and su- 
pervision in the matter of the M-16. 

Richard H. Ichord, Chairman. 

Speedy O. Long. 

William G. Bray. 

I have read the foregoing report and find myself in full accord with 
the views and recommendations of the subcommittee. 

L. Mendel Rivers, Chairman. 
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